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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Office  of  the  Assistant  Secretary  for 
Community  Planning  and  Development 

24  CFR  Part  570 

Community  Development  Block  Grants 
Rehabilitation  Assistance  and  Program 
Benefit 

agency:  Department  of  Housing  and 
Urban  Development. 
action:  Final  rule. 

summary:  hud  is  issuing  a  final  rule 
that  would  permit  the  use  of  block  grant 
funds  for  rehabilitation  assistance  to  be 
provided  on  a  spot  basis  throughout  the 
applicant's  jurisdiction  where  this  is 
necessary  to  eliminate  conditions 
detrimental  to  public  health  and  safety. 
EFFECTIVE  DATE:  May  16.  1979. 

FOR  FURTHER  INFORMATION  CONTACT: 
William  Thomas,  Department  of 
I  lousing  and  Urban  Development, 
F.iititlement  Cities  Division.  Office  of 
Block  Grant  Assistance.  451  Seventh 
Street.  SW..  Washington.  D.C.  20410. 
202-755-6300. 

SUPPLEMENTARY  INFORMATION: 

General 

On  September  15,  1978  (43  FR  41.169)  a 
proposed  revision  to  Subpart  C  (43  FR 
8434)  was  published  in  the  Federal 
Register  for  public  comment.  Interested 
parties  were  given  until  October  16. 

1978.  to  submit  written  comments.  All 
comments  received  with  respect  to  the 
proposed  rule  w'ere  given  due 
consideration.  As  a  result  of  the 
comments  received,  the  final  rule  which 
expands  eligible  rehabilitation  activities 
to  include  spot  rehabilitation  to 
eliminate  conditions  detrimental  to  the 
public  health  and  safety  is  being 
published  for  effect,  as  proposed. 

Background 

By  virtue  of  Section  105(b)  of  the 
Housing  and  Community  Development 
Act  of  1977  (Pub.  L.  95-128)  which 
amended  Section  105(a)  of  the  Housing 
and  Community  Development  Act  of 
1974  (42  U.S.C.’5301  et  seq.).  the 
financing  of  privately  owned  property  is 
no  longer  subject  to  the  requirement  that 
such  activity  is  only  eligible  when 
incidental  to  other  activities.  The  effect 
of  this  change  is  that  grant  recipients 
may  now  provide  rehabilitation  on  a 
spot  basis.  Under  the  (March  1. 1978) 
Subpart  C  regulations  (43  FR  8434)  the 
Department  authorized  recipients  to 
provide  spot  rehabilitation,  but  limited 


such  assistance  to  low-  and  moderate- 
income  persons.  The  purpose  of  this 
additional  change  is  in  accordance  with 
the  Joint  Explanatory  Statement  of  the 
Committee  of  Conference  for  the  1977 
HCD  Act  which  makes  clear  the 
Congressional  intent  to  broaden  the 
existing  rule  to  allow  spot  rehabilitation 
activities  designed  to  eliminate 
conditions  detrimental  to  public  health 
and  safety  without  regard  to  whether 
the  persons  to  be  assisted  are  low-  and 
moderate-income  persons.  Such 
activities  qualify  as  projects  to  eliminate 
slums  and  blight. 

Comments 

Sixty-three  persons  submitted 
comments.  Of  this  figure  some  thirty- 
four  represented  comments  from  units  of 
local  government,  in  which  twenty-four 
favored  the  proposed  rule  and  ten 
opposed  it. 

Twenty-two  comments  were  received 
from  public  interest  groups  and  legal  aid 
organizations.  Of  this  group,  two 
indicated  support  and  twenty  indicated 
opposition. 

Two  academicians  submitted 
comments.  One  indicating  support  as 
well  as  one  indicating  opposition. 

A  representative  of  a  planning  and 
architectural  firm  and  a  resident  of  a 
community  development  target  area  also 
wrote  to  indicate  opposition. 

Generally,  those  that  favored  the  rule 
felt  that  it  adds  local  flexibility  in  order 
to  address  scattered  critical  health  and 
safety  problems  more  efficiently  and 
economically,  while  still  concentrating 
the  bulk  of  comprehensive  community 
efforts  in  specific  areas.  Comments  also 
pointed  out  that  through  this  provision, 
cities  could  assist  in  the  preservation  of 
an  economic  and  social  mix  which  is 
desired  in  urban  areas,  and  that  the  rule 
would  support  other  Community 
Development  Program  objectives 
including  the  “conservation  and 
stabilization  of  urban  neighborhoods” 
and  “elimination  of  conditions  which 
are  detrimental  to  health,  safety  and 
public  welfare”. 

Generally,  those  that  opposed  the  rule 
fell  that  it  would  serve  to  weaken  the 
focus  of  the  program  in  terms  of  its 
benefit  to  lower  income  persons. 

After  careful  review  and 
consideration  of  all  comments  received 
with  respect  to  this  rule,  the  Department 
believes  that  making  the  proposed  rule 
effective  will  not  materially  alter  the 
extent  to  which  block  grant  funds  serve 
to  benefit  lower  income  persons,  since 
the  newly  eligible  activities  would  be 
limited  to  improvements  necessary  to 
correct  conditions  which  are  detrimental 
to  public  health  or  safety.  Further,  this 


added  flexibility  is  seen  by  the 
Department  as  removing  a  serious 
obstacle  to  a  community’s  ability  to  use 
block  grant  funds  to  address  its 
community  development  problems. 

Rehabilitation  Assistance 

Paragraph  (c)l2)  of  §  570.202  is 
amended  to  permit  the  use  of  block 
grant  funds  for  spot  rehabilitation  where 
such  rehabilitation  is  necessary  to 
eliminate  conditions  detrimental  to 
public  health  and  safety.  Rehabilitation 
assistance  to  be  provided  under  this 
Section  would  not  be  limited  to  low-  and 
moderate-income  persons.  How'ever,  it 
would  be  limited  to  those  improvements 
necessary  to  correct  the  conditions 
detrimental  to  public  health  and  safely. 
Unlike  rehabilitation  assistance 
provided  under  other  provisions,  general 
property  improvements,  and 
improvements  of  a  cosmetic  nature 
would  not  be  permitted  in  these  cases. 
The  conditions  to  be  remedied  under 
this  provision  w  ould  generally  be 
documented  by  the  applicant  as 
violations  of  health  and  safety  or 
housing  codes. 

Proi’ram  Benefit 

Paragraph  (e)(2)  of  §  570.302  is  revised 
to  add  rehabilitation  to  the  list  of 
activities  that  may  be  carried  out  under 
the  category  of  elimination  of  scattered 
detrimental  conditions,  which  is  one  of 
the  categories  of  projects  to  prevent  or 
eliminate  slums  or  blight.  Activities 
carried  out  under  this  provision  would 
be  limited  to  those  necessary  to  correct 
the  conditions  that  are  detrimental  to 
public  health  and  safety. 

Other  Information 

A  finding  of  inapplicability  with 
regard  to  environmental  impact  has 
been  prepared  in  accordance  with  HUD 
handbook  1390.1.  Copies  of  this  finding 
are  available  for  inspection  and  copying 
during  business  hours  in  the  Office  of 
the  Rules  Docket  Clerk.  Room  5218. 
Department  of  Housing  and  Urban 
Development.  451-7th  Street,  SW., 
Washington,  D.C.  20410. 

Accordingly.  24  CFR  Part  570  is 
amended  as  set  forth  below: 

I.  By  amending  §  570.202(c)(2)  as 
follows: 

§  570.202  Eligible  rehabilitation  and 
preservation  activities. 

•  *  e  A  tk 

(c)*  *  • 

(2)  Rehabilitation  financing.  Block 
grant  funds  may  be  used  to  finance  the 
rehabilitation  of  privately  owned 
residential,  nonresidential  (excluding 
industrial)  and  mixed  use  properties. 
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(1)  Such  financing  may  be  provided 
either  (A)  within  areas  designated  in  the 
application  for  comprehensive 
treatment,  such  as  a  NSA;  (B)  for 
persons  of  low-  and  moderate-income; 
or  (C)  to  eliminate  conditions 
detrimental  to  public  health  and  safety, 
provided  that  the  rehabilitation 
assistance  is  limited  to  the  extent 
necessary  to  correct  the  conditions  that 
are  detrimental  to  public  health  and 
safety. 

(ii)  Block  grant  funds  may  be  used 
directly  to  finance  rehabilitation, 
including  settlement  costs,  through  the 
direct  use  of  block  grant  funds  in  the 
provision  of  assistance,  such  as  grants, 
loans,  loan  guarantees,  and  interest 
supplements,  for: 

*  *  *  «  * 

II.  By  redesignating  paragraphs  (c)(2) 
(i),  (ii),  (iii),  (iv),  and  (v)  of  §  570.202  as 
paragraphs  (c)(2)(ii)  (A),  (B),  (C),  (D). 
and  (E),  respectively, 

III.  By  amending  §  570.302(e)(2)  as 
follows: 

§  570.302  Program  Benefit. 

«  *  *  *  * 

(e)  *  *  * 

(2)  A  project  designed  to  eliminate 
detrimental  conditions  which  are 
scattered  or  located  outside  slum  or 
blighted  areas.  Authorized  activities  are 
only  those  necessary  to  eliminate  the 
specific  conditions  of  blight  or  physical 
decay,  by  acquisition  of  blighted 
structures,  demolition,  historic 
preservation,  relocation,  and 
rehabilitation  to  the  extent  necessary  to 
eliminate  conditions  detrimental  to 
public  health  and  safety  pursuant  to 

5  570.202(c)(2)(i)(C). 
***** 

(Title  I,  Housing  and  Community 
Development  Act  of  1974  (42  U.S.C.  5301  et 
seq.);  Title  I,  Housing  and  Community 
Development  Act  of  1977  (Pub.  L.  95-128);  sec. 
7(d),  Department  of  Housing  and  Urban 
Development  Act  (42  U.S.C.  3535(d)).) 

Issued  at  Washington,  D.C..  April  9, 1979. 

Hobart  C  Embry,  )r. 

Assistant  Set  rvtary  for  Community  Planning  and  Develap- 
nu:nt. 
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